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Tamkeen
Financial Management Systems Workshop:
Admin-Financial Fundamentals & Beyond

Module 1

Lessons Learned—Findings from the
Tamkeen Grant Compliance Regimen

Session Two-June 7-9, Tamkeen Module 1
12-14



Module Purpose

Provide CSO financial officers and
managers with an overview of
workshop objectives and delivery.

Session Two-June 7-9, Tamkeen Module 1
12-14



Learning Objectives

1. Understand the origin and rationale for the workshop.
2. Be able to list and explain workshop objectives.

3. Understand how the workshop will be delivered and
know basic procedures.

Session Two-June 7-9, Tamkeen Module 1
12-14



L.O. No. 1 - Origin and Rationale

» What is the origin of the workshop?

Tamkeen grant agreements specify grantee
requirements for:

« Administrative and financial management systems
« Financial reporting

« Compliance with Tamkeen regulations and local laws
and regulations, including cost principles

Session Two-June 7-9, Tamkeen Module 1
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Origin continued ...

Grants specify that Tamkeen has the right to conduct:
* Voucher verifications

* Financial reviews

o Audits

Grant agreements specify that grantees must:

e Maintain financial records and supporting documents
In auditable condition

 Documents must be readily accessible

Session Two-June 7-9, Tamkeen Module 1
12-14



Origin continued ...

« Tamkeen has conducted voucher verifications and
financial reviews using its own staff, and has contracted
for audits with independent, qualified auditors.

« Tamkeen has reviewed and analyzed the findings of
these exercises and developed a list of administrative
and financial subject areas that many CSOs have
problems with.

Session Two-June 7-9, Tamkeen Module 1
12-14



What iIs the rationale of the workshop?

If the capacity of CSOs is strengthened in identified
areas of weakness:

« CSOs can manage Tamkeen funds better.
* CSOs will receive better audit reports.

e CSO grant activities will have more impact, which
means better results for beneficiaries.

Session Two-June 7-9, Tamkeen Module 1
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Rationale continued ...

 CSOs can apply fundamentals to other donor
sponsored activities, which means better results for
beneficiaries.

e CSOs are better prepared to meet local legal
requirements.

e CSOs will be one step closer to long term
sustainability by efficiently and effectively managing
scarce resources.

Session Two-June 7-9, Tamkeen Module 1
12-14



Key Learning Point

The knowledge, skills and attitudes of the workshop
will benefit CSOs not only with the management of
their Tamkeen grant, but with other donor awards,

local legal requirements and general long term
capacity building.

Session Two-June 7-9, Tamkeen Module 1
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L.O. No. 2 — Workshop Objectives

» What are the objectives of the workshop?
Objective 1

Provide a contextual analysis of common financial
problems and issues coming out of Tamkeen’s audit and
financial spot-check program, combined with a basic
Introduction to relevant USAID and US government
regulations and generally accepted accounting principles
(GAAP), upon which the Tamkeen grant program Is
based.

Session Two-June 7-9, Tamkeen Module 1 10
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Objective 2

Provide grantees with an overview and understanding of
the USAID audit process, with reinforcement of the
linkage between the terms and conditions of the grant
award and audit

Session Two-June 7-9, Tamkeen Module 1 11
12-14



Objective 3

Provide grantees with the knowledge and skills required
to maintain and prepare financial statements that fairly
present funds received and costs incurred in conformity
with generally accepted accounting principles and US
government regulations.

Session Two-June 7-9, Tamkeen Module 1 12
12-14



Objective 4

Provide grantees with the knowledge and skills required
to design and operate internal controls that allow the
grantee to record, process, summarize, and report
financial data consistent with the assertions of
management in the financial statements.

Session Two-June 7-9, Tamkeen Module 1 13
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Objective 5

Provide grantees with the knowledge and skills required
to comply with the terms and conditions of the grant
agreements so as to remove doubt regarding the fair

presentation of financial statements.

Session Two-June 7-9, Tamkeen Module 1 14
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Objective 6

Provide grantees with the knowledge and skills required
to plan grant technical activities and to build proper
budgets that realistically reflect an analysis of the work
and resource content of tasks and activities.

Session Two-June 7-9, Tamkeen Module 1 15
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Key Learning Point

These objectives cannot be met by financial
staff alone—

CSO managers must be active participants in
and supporters of administrative and
financial management capacity building if
meaningful, long term results are to be
achieved.

Session Two-June 7-9, Tamkeen Module 1 16
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L.O. No. 3 — Delivery and Procedures

» How will the workshop be delivered?

 The workshop will be delivered over three days, with six
contact hours per day.

 The workshop will be delivered by means of ten
modules.

Session Two-June 7-9, Tamkeen Module 1 17
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Modules

* Module 1. Lessons to be Learned: Findings from Tamkeen Grant
Compliance Regimen (this module)

« Module 2: Grant Agreements and Audits: The Relationship
« Module 3: Internal Controls

« Module 4: Policies & Procedures: Their Importance, Use and
Development

e Module 5: Cost Allowability

* Module 6: Support Documentation

e Module 7: Procurement

* Module 8: Funds Management

« Module 9: Work Plan, Task-based Budgeting
e Module 10: The Audit Process

Session Two-June 7-9, Tamkeen Module 1 18
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How are modules structured?

 Purpose — A concise statement as to the capacity
building result being sought.

 Learning Objectives — The knowledge, skills and
attitudes required to achieve the module purpose.

 Leading Questions — Questions designed to relate
material to real-life CSO management and compliance
needs.

Session Two-June 7-9, Tamkeen Module 1 19
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Module structure continued ...

« Examples — Sample situations and subjects used to
highlight learning points based on actual Tamkeen grant
management experience.

 Key Learning Points — Facts or concepts of particular
Importance to trainees in mastering material.

 EXercises — Questions or assignments designed to
stimulate creative thinking, problem solving and
application of concepts.

Session Two-June 7-9, Tamkeen Module 1 20
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Procedures of the workshop?

 If you indicate your desire to attend the workshop, you
should attend all modules on all three days.

* There will be time allotted for breaks; thus, phone calls
should be handled at that time.

 Tamkeen staff has many tasks to take care; you should
limit requests to those that are absolutely necessary and
cannot wait until after the workshop.

Session Two-June 7-9, Tamkeen Module 1 21
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Procedures continued ...

* Please be punctual for morning arrival and breaks.

* Please respect the rights of the trainer and your fellow
trainees to communicate without interruption or side
conversations.

Session Two-June 7-9, Tamkeen Module 1
12-14
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Exercise
 Please take 15 minutes to take the pre-workshop
knowledge, skills and attitude survey.

* You will be requested to take a similar survey at the
conclusion of the workshop

Session Two-June 7-9, Tamkeen Module 1
12-14
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Tamkeen
Financial Management Systems Workshop:
Admin-Financial Fundamentals & Beyond

Module 2
Grant Agreements & Audits:
The Relationship

Session Two- June 7-9 Tamkeen Module 2
& 12-14



Module Purpose

Provide grantees with an
overview and understanding
of the relationship between

Tamkeen grant agreements and the
agreed to requirement for audit.

Session Two- June 7-9 Tamkeen Module 2
& 12-14



Learning Objectives

1. Explain relationship between Tamkeen simplified grant
agreement and audit system.

2. ldentify principle USAID audit reference documents and
explain their importance.

Session Two- June 7-9 Tamkeen Module 2
& 12-14



L.O. No. 1 — Grant-Audit Relationship

» What is the relationship between the Tamkeen grant
format and auditing?

o Grant agreement contains 36 terms and conditions.

 No. 15 (Incorporated Documents) and No. 19
(Incorporation of Referenced Documents) brings
compliance and guidance documents into the grant
agreement.

Session Two- June 7-9 Tamkeen Module 2
& 12-14



Grant-audit relationship continued ...

* Applicable Tamkeen grant-related documents put in
force by incorporation.

* Incorporated documents incorporate other documents.

* Incorporated documents at all levels have full authority.

Session Two- June 7-9 Tamkeen Module 2
& 12-14



The structure of the audit-related
reference and regulatory documents is
defined in four tiers of documents.

Session Two- June 7-9 Tamkeen Module 2
& 12-14



First Tier

Grant Agreement Terms and Conditions:

Item 15 — Incorporated Documents

ltem 19 — Incorporation of Referenced Documents
ltem 20 — Order of Precedence

ltem 27 — Authorized Grant Disbursements

ltem 28 — Financial Record Keeping & Reporting
ltem 30 — Right of Inspection

Session Two- June 7-9 Tamkeen Module 2

& 12-14



Second Tier

ltems 15 & 19 integrate the Tamkeen
Simplified Grant Manual and
Supplement into the agreement.

Session Two- June 7-9 Tamkeen Module 2
& 12-14



Third Tier

Section 3.1.2.C of the manual requires grantee
compliance with:

OMB Circular A-110 sets forth standards for the
administration of grants

OMB Circular A-122 provide cost principles for
determining the allowability of grant costs

OMB Circular A-133 establishes auditing standards and
requires audits be conducted in accord with 4t tier

Session Two- June 7-9 Tamkeen Module 2
& 12-14



Fourth Tier
USAID Guidelines for Financial Audits Contracted by
Foreign Recipients (1998)

Comptroller General of the United States: Government
Auditing Standards (1994)

Session Two- June 7-9 Tamkeen Module 2
& 12-14
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Grant OMB Linkages

e Item 20 states the order of precedence (authority) in the unlikely
case there is conflict of intent or interpretation between documents.

* Item 27 limits allowable costs to items in budget (relates to OMB A-
122).

* Item 28 requires grantee to record, classify, report costs in
segregated accounts and meet OMB A-110 standards for Financial
and Program Management.

* Item 30 gives auditors unrestricted access to records, reports and
supporting documentation (relates to OMB A-133).

Session Two- June 7-9 Tamkeen Module 2 11
& 12-14



Key Learning Point

Most audit matters involve
multiple reference documents
often In different tiers.

Session Two- June 7-9 Tamkeen Module 2
& 12-14

12



Exercise

Draw a box and line diagram of the four
tiers showing the relationships of the
audit documents.

Tier 1 - Grant

Tier 2

e
L’ Tier 4

Session Two- June 7-9 Tamkeen Module 2 13
& 12-14




L.O. No. 2 — Audit Reference Documents

» What are the principle audit reference documents?

The documents that define the grant-audit relationship
under Learning Objective No. 1 also serve as the
principle reference documents.

» What is the importance of each document?
e Grant agreement
e Grants manuals, etc.

Session Two- June 7-9 Tamkeen Module 2 14
& 12-14



Tamkeen Grant Agreement

e Defines relationship between grantee and Tamkeen.

« Contains 36 terms and conditions and incorporates
documents.

* Includes budget—*‘roadmap” for activity financial
management.

 Incorporates application, including implementation plan.

Session Two- June 7-9 Tamkeen Module 2 15
& 12-14



Key Learning Point

A grant agreement establishes
the mutually agreed upon
program, compliance, administrative
and financial management
relationships between
Tamkeen and the grantee.

Session Two- June 7-9 Tamkeen Module 2 16
& 12-14



Grants Manual and Supplement

* Provide full explanation of process whereby Tamkeen
v Requests, receives, reviews
v Awards
v Monitors and evaluates
v Closes out grants.

« Also include-incorporate reference/regulatory documents
(OMB Circulars).

Session Two- June 7-9 Tamkeen Module 2 17
& 12-14



Key Learning Point

The manuals are your
primary reference source for
guestions about Tamkeen grants

that start with who, when, where, how,
why (and why not), and how much?

Session Two- June 7-9 Tamkeen Module 2 18
& 12-14



OMB Circulars

 The Foreign Assistance Act of 1961 authorizes the
President to make grants and cooperative agreements.

« OMB is an agent of the President and its powers derive
from Mr. Bush’s authority to “take care that the laws be
faithfully executed.”

« OMB is the main source of U.S. government wide
administrative requirements affecting grants.

Session Two- June 7-9 Tamkeen Module 2
& 12-14
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The three important OMB Circulars

OMB Circular A-110: Uniform Administrative
Requirements for Grants and Agreements with
Institutions of Higher Education, Hospitals and other
Nonprofit Organizations

OMB Circular A-122: Cost Principles for Nonprofit
Organizations

OMB Circular A-133: Audits of States, Local
Governments and Nonprofit Organizations

Session Two- June 7-9 Tamkeen Module 2 20
& 12-14



OMB A-110 covers

* Financial and Program Management
* Property Standards

 Procurement Standards

 Reports and Records

« Terminations and Enforcements

Auditors evaluate “internal control structure/policy and
procedures” for the above.

Session Two- June 7-9 Tamkeen Module 2 21
& 12-14



OMB A-122 covers

* Allowable and unallowable costs for grants

* Provides standards for determining cost allowability.

Auditors apply the guidance of the circular to identify
guestioned costs.

Session Two- June 7-9 Tamkeen Module 2
& 12-14
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OMB A-133 covers

* Policies, procedures, and standards auditors use

e Incorporates ...

USAID Guidelines for Financial Audits Contracted by
Foreign Recipients (1998)

Comptroller General of the United States: Government
Auditing Standards (1994)

Session Two- June 7-9 Tamkeen Module 2
& 12-14
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Guidelines for Financial Audits

“... are for the use of independent auditors in performing
grantee audits required by USAID [Tamkeen]
agreements.”

Session Two- June 7-9 Tamkeen Module 2 24
& 12-14



Government Auditing Standards

* ...contains standards for audits of government
organizations, programs, activities, and functions, and of
government assistance received by contractors,
nonprofit organizations and other nongovernmental
organizations.”

Session Two- June 7-9 Tamkeen Module 2 25
& 12-14



Key Learning Point

For many audit issues,

you have to refer to multiple reference
sources to form a complete picture—

there is not one comprehensive
reference document!

Session Two- June 7-9 Tamkeen Module 2 26
& 12-14



Tamkeen
Financial Management Systems Workshop:
Admin-Financial Fundamentals & Beyond

Module 3
Internal Controls

Session Two-May 31, Tamkeen Module 3
June 1-2



Module Purpose

Provide grantees with an understanding of
the term internal controls and an overview of
Its 7 essential elements.

Session Two-May 31, Tamkeen Module 3 2
June 1-2



Learning Objectives

1. Explain term internal controls.
2. ldentify and list the seven essential elements.

3. Describe the characteristics of each element and list
Indicators of achievement.

Session Two-May 31, Tamkeen Module 3
June 1-2



L.O. No. 1 - Internal Controls

» What does internal controls mean?

Internal controls is a process implemented by an
organization’s management to provide reasonable
assurance that objectives for ...

» Effective and efficient operations,
* Reliable financial reporting,

 And compliance with applicable terms, conditions and
regulations ...

... Will be achieved.

Session Two-May 31, Tamkeen Module 3 4
June 1-2



Key Learning Point

Efficient means doing things the right way.

Effective means doing the right things.

Session Two-May 31, Tamkeen Module 3
June 1-2



L.O. No. 2 — Seven Essential Elements

» What are the seven essential elements of a good system
of internal controls?

 Competent personnel

» Fixed responsibilities

e Segregation of duties

o Safeguards over assets

* Reliable accounting system
« Periodic reporting
 Internal and external audit

Session Two-May 31, Tamkeen Module 3 6
June 1-2



Key Learning Point

The 7 elements can be thought of as 7 spokes in a
wheel.

While the wheel can still turn if a spoke is missing, if
two or more spokes are missing, the wheel will
collapse, sooner or later.

The wheel turns best and longest with all 7 spokes
securely in place!

Session Two-May 31, Tamkeen Module 3 7
June 1-2



L.O. No. 3 - Characteristics & Indicators

Element No. 1 — Competent Personnel

 Employees qualified and capable of doing the work
are placed in positions which they can adequately fill.

 Employees are provided training commensurate with
the requirements of their jobs.

 Employees are regularly evaluated and receive
appropriate feedback on their performance.

Session Two-May 31, Tamkeen Module 3
June 1-2



Competent Personnel Indicators

* Financial management personnel have relevant
educational backgrounds.

« Personnel have applicable financial management
experience.

» Performance evaluations focus on performance of
financial management duties and responsibllities.

Session Two-May 31, Tamkeen Module 3
June 1-2



Fixed Responsibilities

Approval levels and thresholds for exercising
authority to commit, bind, contract, purchase,
receive, accept, dispose of, and pay for goods or
services are formally defined and established for
specific positions and individuals.

Session Two-May 31, Tamkeen Module 3 10
June 1-2



Fixed Responsibilities Indicators

* Position descriptions clearly define responsibilities, lines
of supervision (up and down), and limits of authority.

 All financial management position descriptions are in
harmony.

« Positions descriptions conform to the organization chart.

e The duties and responsibilities are in harmony with
written policies and procedures.

Session Two-May 31, Tamkeen Module 3 11
June 1-2



Segregation of Duties

The functions of ordering, receiving, accounting
for, and paying for different goods or services
are not concentrated in any one individual.

Session Two-May 31, Tamkeen Module 3
June 1-2

12



Segregation of Duties Indicators

e Position descriptions segregate duties.

* Policies and procedures restrict excessive concentration
of duties.

* A code of ethics clearly defines conflicts of interest and
related party transactions.

* Financial documents evidence processing, payment,
review, and approval have been segregated within
practical, effective limits.

Session Two-May 31, Tamkeen Module 3 13
June 1-2



Safeguards Over Assets

Safeguards over cash and other assets are in place to
protect, preserve, or prevent their misuse.

Key Learning Point

Safeguards can be explained in two words—
controlled access!

Session Two-May 31, Tamkeen Module 3
June 1-2
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Access can be directly controlled for....

Bank accounts

Cash box or safe

Warehouses, inventory, and supplies

Equipment such as vehicles, copiers, and computers

Session Two-May 31, Tamkeen Module 3 15
June 1-2



Access can be indirectly controlled for...

 Financial records
e Personnel files

 Programming documents

Session Two-May 31, Tamkeen Module 3
June 1-2

16



Cash Safeguard Indicators

e Commercial bank account is used.

« Clear written policies and procedures regarding
authorization limitations for disbursements.

e Strict procedures for cash payments.

* Regqular surprise cash counts performed using standard
format cash reconciliation form.

« Bank statements reconciled monthly using a standard
format reconciliation form.

e Cash and bank reconciliations are reviewed independent
of the reviewers.

Session Two-May 31, Tamkeen Module 3 17
June 1-2



Key Learning Point

Safeguards over physical cash are very important
because cash in hand is effectively impossible to
trace once missing, it is easy to conceal and move,
and theft can involve bodily harm.

Session Two-May 31, Tamkeen Module 3 18
June 1-2



Supply & Equipment Safeguard Indicators

* Receipt of all supplies, inventory, and equipment is
documented.

« All supplies and inventory are issued against a
requisition form.

e Monthly activity reports showing inflows and outflows
(office supplies) or usage (phone/fax logs) are prepared.

Session Two-May 31, Tamkeen Module 3 19
June 1-2



Supply & Equipment Indicators

A standard format equipment register is maintained.

A 100% physical verification of the equipment register is
undertaken annually.

o Surprise spot checks of the equipment register are
conducted.

 Equipment is labeled.

Session Two-May 31, Tamkeen Module 3 20
June 1-2



Reliable Accounting System

Accounting events are recorded accurately, in a
consistent and timely manner, using an
approved chart of accounts that conforms to
budget line items in the award (reference grant
item 28).

Session Two-May 31, Tamkeen Module 3 21
June 1-2



Accounting System Indicators

 Revenues and expenses properly matched against each
other.

 Reports, ledgers, and journals are transparent and
safeguarded against loss, tampering, or destruction.

* Accounting system fully ensures all costs are allowable,
allocable, reasonable, adequately supported, and
reviewed and approved by management.

Session Two-May 31, Tamkeen Module 3 22
June 1-2



Periodic Reporting

At least monthly, management receives timely
and accurate reports that are easy to
understand that fully disclose the flow of funds
through the organization/grant and the results of
operations.

Session Two-May 31, Tamkeen Module 3 23
June 1-2



Periodic Reporting Indicators

* Reports conform to approved budget formats.

* Reports clearly present approved budget line items,
expenditures to date, and balances remaining.

* Line item “burn rates” can be calculated easily.

Session Two-May 31, Tamkeen Module 3
June 1-2
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Key Learning Point

While periodic reports are often a donor
compliance requirement, they are also a
valuable management tool—

the information they report helps management
make informed decisions.

Session Two-May 31, Tamkeen Module 3 25
June 1-2



Internal-External Audit

All activities of the organization are subject to
internal and external review.

Session Two-May 31, Tamkeen Module 3
June 1-2
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Audit Indicators

* Annual audit is performed by a competent, independent
certified public accountant.

« Findings of independent internal audits are provided
directly to management and the board of directors.

« All recommendations (internal and external) are closed
In a timely, competent manner.

Session Two-May 31, Tamkeen Module 3 27
June 1-2



Exercise

Rank your organization’s current capability and capacity (best = 1,
weakest = 7) to achieve reasonable assurance for the 7 elements:

Elements

Competent personnel
Fixed responsibilities
Segregation of duties
Safeguards over assets
Reliable accounting system
Periodic reporting

Internal and external audit

Session Two-May 31, Tamkeen Module 3
June 1-2

Rank
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Tamkeen
Financial Management Systems Workshop:
Admin-Financial Fundamentals & Beyond

Module 4
Policies & Procedures
Importance, Use & Development

Session Two-May 31, Tamkeen Module 4
June 1-2



Module Purpose

Provide trainees with an understanding of
the importance of policies and procedures
In Implementing internal controls.

Session Two-May 31, Tamkeen Module 4
June 1-2



Learning Objectives

1. Explain the importance of policies and procedure to
assure compliance and as management tools.

2. Explain the uses of policies and procedures.

3. Develop policies and procedures by applying design
criteria and a step-by-step approach.

Session Two-May 31, Tamkeen Module 4
June 1-2



L.O. No. 1 - Importance of P&Ps

» Why are policies and procedures important?

They are a primary tool for implementing
Internal controls with regard to compliance
and efficient and effective management of grant activities.

Session Two-May 31, Tamkeen Module 4
June 1-2



Compliance Importance

By entering into a Tamkeen grant, your organization is
subject to audit:

“Right of Inspection—The Grantee agrees that
Tamkeen’s Agent (or his/her designated auditor) will
have unrestricted access to all financial records, reports,
and supporting documentation related to Tamkeen

funds.”

Session Two-May 31, Tamkeen Module 4
June 1-2



Compliance continued ...

Tamkeen auditors are required to:

“Evaluate and obtain a sufficient understanding of the
recipient’s [grantee’s] internal control structure related to
Tamkeen-funded programs, assess control risk, and
identify reportable conditions, including material internal
control structure weakness.”

Session Two-May 31, Tamkeen Module 4
June 1-2



Compliance continued ...

Internal control structure is defined as:

“The policies and procedures established to provide
reasonable assurance that specific organization
objectives will be achieved.”

Policies and procedures are an important compliance
requirement.

Session Two-May 31, Tamkeen Module 4
June 1-2



Management Importance

» Exactly what is the meaning of policy and procedure?

Policy = An organization’s plan or course of action
Intended to influence and determine decisions, actions,

and other matters.

Procedure = A way of doing something; a series of steps
to an end.

Session Two-May 31, Tamkeen Module 4
June 1-2



A management policy and procedure Is
a course of action for systematically
(step-by-step) implementing decisions
and activities.

Session Two-May 31, Tamkeen Module 4
June 1-2



Exercise

Complete the sentence below using the terms
performance and results.

“My organization uses policies and procedures to ...”

Session Two-May 31, Tamkeen Module 4
June 1-2
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What do P&Ps offer management?

Consistency — Actions are processed the same way, to
the same standard each time.

e Scheduling — Actions are timely.

o Task Identification — Staff know who is responsible for
what.

e Authority — Staff know the levels of authority and
reporting (continued)

Session Two-May 31, Tamkeen Module 4 11
June 1-2



Management offered continued ...

e Transparency — Actions and decisions are open to
review, comment, and guestion.

« Data Collection — Data are collected systematically.

 Documentation — Required supporting documentation is
retained (continued)

Session Two-May 31, Tamkeen Module 4 12
June 1-2



Management offered continued ...

o Safeguarding — Assets are protected from waste, fraud,
and abuse.

e Decision Making — Management can make better
Informed decisions.

Session Two-May 31, Tamkeen Module 4
June 1-2

13



Key Learning Point

Policies and procedures are
performance management tools.

Session Two-May 31, Tamkeen Module 4
June 1-2
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L.O. No. 2 — Uses of Policies & Procedures

» Do policies and procedures only apply to financial
matters?

No, OMB Circular A-110 specifies grantee standards for:
* Financial Management AND

Property (equipment, furniture, etc.)

Procurement (administration)

Reports and Records (documentation)

Program Management (technical)

Session Two-May 31, Tamkeen Module 4 15
June 1-2



Key Learning Point

Policies and procedures are
management tools

for all aspects of organizational
management.

Session Two-May 31, Tamkeen Module 4
June 1-2
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Can a P&P cover several topics?

* Yes, a P&P can cover several topics.
« Financial control often starts with administrative action.

« Administration and financial management are
complementary.

A P&P covering two or more control areas must do so In
a harmonious, reinforcing manner.

Session Two-May 31, Tamkeen Module 4 17
June 1-2



Exercise

List the key considerations in preparing a policy and
procedure directive for hiring workshop trainers.

Key considerations are:

Session Two-May 31, Tamkeen Module 4
June 1-2

18



Key Learning Point

Policy and procedure directives often
address multiple management control
needs, especially joint administration

and finance actions.

Session Two-May 31, Tamkeen Module 4
June 1-2

19



L.O. No. 3 — Developing P&Ps

» What are the design criteria for developing policies and
procedures?

e If you want to influence and determine decisions,
actions, and other matters,

« Before you start developing the policy and procedure
directive,

* You must define a SMART control objective

Session Two-May 31, Tamkeen Module 4 20
June 1-2



A SMART control objective Is:

S = Specific
M = Measurable
A = Achievable
R = Reliable
T =Timely
Session Two-May 31, Tamkeen Module 4

June 1-2
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Example: Mobile phone P&P

» Specific = Control costs for donor financed mobile
phones

 Measurable = Jawwal provides a periodic detailed log for
each number and lists calls and charges

* Achievable = Staff understand work vs. business calls;
agree that charges not associated with a work are non
billable to grant

Session Two-May 31, Tamkeen Module 4 22
June 1-2



SMART continued ...

 Reliable = Jawwal logs are generated from computer
database; staff responsible for identifying “work”
numbers

 Timely = Logs are available by 5th working day each
month; thus bills of collection can be prepared by 10t
working day each month.

Session Two-May 31, Tamkeen Module 4
June 1-2
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Exercise

Timesheets have a major impact on overall grant cost;
apply SMART to developing a control objective for a
timesheet policy and procedure directives you are
considering.

Timesheet control objectives:

Session Two-May 31, Tamkeen Module 4
June 1-2

24



A P&P must be cost effective

The relationship between the
implementation cost of the policy and
procedure and the benefit derived must
be reasonable.

Session Two-May 31, Tamkeen Module 4 25
June 1-2



Example

Allocating photocopying costs:

Approach A — Assign staff member to track/report copies made by
different departments each month; allocate copier cost (paper toner,
etc.) on per copy basis.

Approach B — Using a reasonable allocation method (comparative
number of staff or size of budgets), establish fixed percentages for
and allocate cost each month. Revalidate every six month.

Which approach is cheaper; which is the most accurate; which
approach would you choose and why?

Session Two-May 31, Tamkeen Module 4 26
June 1-2



Key Learning Point

You can sacrifice accuracy in reporting
If the reduction in implementation cost
offsets the perceived gain in control.
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Develop Standard P&P Template

e Ensures core control elements for each directive

e Staff can familiarize with the format and know where to
find information.

* Policies and procedures have professional look.
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Core Elements

Title

Control objective

Applicability

Procedures

Responsibility & Authority
Required Forms and or Formats
Document Retention

Other

Date of Effect

Distribution

Session Two-May 31, Tamkeen Module 4
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Title

State the nature of the directive, e.g.,
Vehicle Control and Reporting.
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Control Objective

 What do you want to control and why?

 If your objective relates to a compliance requirement,
cite the source of compliance:

“In accordance with Tamkeen Grant Item No. 26 Grantee
Bank Account, all Tamkeen funds will be wire transferred

and received into our account at XYZ Bank, Account No.
ABC.”
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Control Objective continued ...

It is rare that your control objective will only be the
achievement of a compliance requirement.

The vast majority of compliance requirements are
based on sound, proven business best practices.
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Example

Open and free competition is a Tamkeen compliance

requirement that is based on premise that over the long

term, U.S government funds achieve “best value” when
open and free competition is used.

Thus, the control objective is best value procurement
actions NOT regulatory compliance.
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Applicability (scope)

Who does the directive apply to?

 When does it apply?

 Where does it apply?

* Are there applicability exceptions, and if so, who has the
authority to determine that?
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Procedures

To an appropriate level present step-by-
step tasks.
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Responsibility & Authority

e State who has responsibility for actions.

o State who has authority to make decisions.

Session Two-May 31, Tamkeen Module 4
June 1-2

36



Key Learning Point

Responsibility and authority must be in reasonable
balance; assigning responsibility for actions with no
authority to make things happen

almost always reduces the efficiency and effectiveness
of the control,

which means control cost increases.
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Required Forms/Formats

e Attach and explain the use of required forms

 |f documents must be processed in a standard format
(New Times Roman, 12 point font, or in Excel only),
state the requirement.
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Document Retention

« Specify documents to be retained
o Specify where they are to be retained

e Specify who is responsible for safekeeping and handling.
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Key Learning Point

Tamkeen (and most other donors) require that
documents at time of audit be accessible and
In auditable condition.
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Other

Anything you feel you should add that does not
fit neatly somewhere above.
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Date of Effect

State the day-month-year that the directive goes into
effect and duration.

“This policy and procedure directive Is effective 25 March
2004 until further notice; this directive may only be
revised or revoked by written notice from the Director.”
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Distribution

Specify who the policy and procedure directive is
distributed to.
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Step-by-step approach for developing P&Ps

Step 1: Determine Universe of Compliance and
Management Control

Step 2: Prioritize Your Policy and Procedure Needs

Step 3: Do “Buy-In” Exercise with Staff

Step 4. Prepare Prototype P&P Directive
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Do it right ...

It Is essential that you involve the right
staff at the right time for the right
topics at the right level of involvement
as you develop policy and procedure.
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Step 1: Universe of Compliance and Control

Compliance Review

 Review grant “front to back page” and incorporated
documents.

 Identify all compliance requirements.
« Assess the specifics and determine applicability.

 Repeat above for other donors and local government
regulations.
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Performance Management Review

Management must identify its own policy and
procedure requirements to manage work activity
performance.
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Example

Your approved Implementation Plan (Section Il of
Tamkeen grant application) lists major tasks. Tasks 2, 3
and 4 involve the design and development of a training
workshop, subject to review and approval in accordance
with Tamkeen Training Standards. Task 5 involves
procurement of training and logistical services.
Management must ensure that no procurement action Is
finalized until written approval is received. Management
requires a policy and procedure to ensure that
procurement is based on successful completion of
technical tasks.
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Summary of Control Requirements

Combine and categorize compliance and management
control requirements.

OMB Circular A-110

* Financial Management
Property

Procurement

Reports and Records
Program Management
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Breakdown Major Heading

Financial Management
 Revenues and expenditures
 Records and reports

e Control and accountabillity of funds, property and
assets

e Budget: monitoring and reporting
« Cost Allowability
 Documentation
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Output

A comprehensive universe of your organization’s
compliance and management control
requirements.
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Not as big a job as you think!

« Tamkeen compliance requirements (based on USAID’s),
and most major donor requirements, are very similar.

 Compliance requirements are based on commonly
accepted good business practices.

* If you meet Tamkeen’s compliance requirements, you
should be covered for other donors AND following good
business practices.
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Example

« Tamkeen grants require “Accurate, current and complete
disclosure of financial results.”

 Would it be reasonable to assume that most donors
would require this?

« If you were using your own money in a private business,
wouldn’t you want to have policies and procedures
working to protect your investment?
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Key Learning Point

If you do not carefully review your
donor agreements and all related
documents, you cannot define your
compliance universe.
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Step 2: Prioritize P&P Needs

 What are your most urgent needs (30 days or less)?
 What must you address in the mid-term (31-60 days)?

 What would you like to take care of when time permits
(61 days or more)?
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3 Considerations for P&Ps:

1. Is my organization immediately vulnerable to:
« Waste, fraud and abuse of assets?
A cost disallowance?
e Substandard project implementation performance?

2. Can we develop and put into use a cost effective policy
and procedure?

3. Do we have gqualified staff available to work on this?
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Output

Stratified priority list of policy and procedure needs:
30 days, 60 days and beyond.
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Not all Requirements Immediate Concern

Some identified compliance requirements are non-
applicable—don’t worry about them.

Example

OMB Circular A-110 requires grantees to “maintain a
system of contractor administration,” but you do not
subcontract any work.

Thus, there is not a current need for compliance.
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Non-applicable But Should Worry

Some compliance requirements are non-applicable to a
Tamkeen grant, but maybe you should worry about
them.

Example

OMB Circular A-110 requires grantees to “conduct
physical inventory,” but your grant does not finance
iInventory BUT maybe you should conduct a physical
Inventory on your organization’s own inventory or
another donor’s inventory.
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Exercise

ldentify your most urgent three:
30-day needs
60-day needs

When time permits needs.
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Step 3:  “Buy-In” with Key Staff

* Review each section of the template with staff.
e Discuss prioritized list of P&P requirements.

 ldentify “cross-over” interdependencies and figure out
how you can deal with them.
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Example

You cannot perform a procurement cost analysis
until after you have conducted open and free
competition—
both are required by OMB Circular A-110 but

competition must come first.
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Prepare Stratified Production Plan

e See matrix example in trainee guide.
 Have staff commit to due dates.

e Qutput - Mutually shared/agreed to Policy and Procedure
production plan
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Step 4. Prepare Prototype P&P Directive

Select P&P and prepare draft with your key staff.

Have staff independently review and comment on it.

Possibly involve outside sources.

Refine based on feedback—use as a model.

Output—Model policy and procedure directive.
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Key Learning Point

Involve your staff who will implement the policy and
procedure directive;

seek out their honest feedback and listen to them.

A policy and procedure directive is simply a piece of
paper,
staff turns the directive into “a course of action” using
a “series of steps.”
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Common mistakes

o A directive is developed to cover every conceivable
situation.

o A directive collects and processes “TBU” data

* A policy and procedure directive is not followed
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Common mistakes continued ...

e Build from the bottom-up, not the top-down.

 Never issue a directive until it has been thoroughly
reviewed and refined.

* Policies and procedures become dated and obsolete but
management does not revoke or revise.

 New directive counters an existing directive.
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Key Learning Point

No matter how good a policy and
procedure directive is, it is of no value
If management overrides It.
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Tamkeen
Financial Management Systems Workshop:
Admin-Financial Fundamentals & Beyond

Module 5
Cost Allowability
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Module Purpose

Provide grantees with an understanding of
Tamkeen’s cost principles and guidance
for determining cost allowabillity.
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Learning Objectives

1. Explain the regulatory origin of Tamkeen’s cost
principles.

2. Explain the criteria for determining cost allowability.
3. List a sample of “selected items of cost”

4. Explain the relationship between the approved grant
budget and cost allowability.
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L.O. No. 1 — Origin of Cost Principles

» What is the origin of Tamkeen cost principles?

Tamkeen funding comes from USAID; as such, the
applicable cost principles are set forth in:

Office of Management and Budget (OMB) Circular A-
122: Cost Principles for Nonprofit Organizations
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What are cost principles designed to do?

e Determine allowable costs.

e Ensure that Tamkeen bears its fair share of costs.

 Ensure that costs are consistent among similar
organizations doing similar work.
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What are they not designed to do?

« Dictate policies and procedures.

e Set financial limitations or rates.
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L.O. No. 2 — Criteria for Cost Allowability

» What criteria must a Tamkeen cost meet?
« Allowable
Reasonable
Allocable
Adequately supported
And reviewed and approved by management
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To be allowable, a cost must ...

* Be reasonable for the performance of the grant and
allocable.

« Conform to any limitations/exclusions in the grant.

* Be consistent with the organization’s policies and
procedures (continued)
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Allowable continued ...

» Be accorded consistent treatment.

e Be in accordance with generally accepted accounting
principles.

* Not be used to meet other cost-sharing requirements.

 Be adequately documented.
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A reasonable cost is ...

e QOrdinary or necessary.

* Processed at arm’s length with sound business
practices.

* Not a significant deviation from an organization’s
established practices and procedures.
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Key Learning Point

Reasonable costs do not exceed what would
be incurred by a prudent person under the
prevailing circumstances.
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Allocable costs ...

* Are incurred specifically for the grant and in accordance
with the budget, that is, there is a cost objective.

« A cost objective is an identified grant activity or output
directly related to the achievement of a result
(continued).
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Allocable continued ...

* Or benefit both the grant and other work and can be
distributed in reasonable proportion in accordance with
relative benefit received.

 And are treated consistently with other costs for the
same purpose Iin like circumstances.
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Key Learning Point

Allocable costs are charged to a cost
objective on the basis of relative
benefit received.
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Costs are adequately supported by ...

« Qriginal legible receipts, vouchers, purchase orders,
contracts, delivery orders, timesheets, etc.

e That fully explain “who, when, where, why, how much,
etc.”
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Costs are reviewed and approved ...

e In atimely manner,
« By a designated official,

« With assigned authority and responsibility.
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Key Learning Point

Cost allowability considerations also apply
to grantee cost share contributions, whether
It Is funds from CSO sources or from 3rd
party sources.
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L.O. No. 3 - Selected Items of Cost

» How are the selected items presented?

« Alphabetical order starting with Advertising and
ending with Trustees.

e 56 items listed.
« All items contain explanatory notes.

e A cost can be allowable under one condition but
unallowable under another condition.

 To determine allowability you must read all the notes.
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Compensation of Personal Services

e Current or accrued during period of grant.

o Salaries and wages, committee fees, incentive awards,
fringe benefits, pension costs, location allowances, cost
of living differentials, etc.

 May be direct or fringe benefits such as vacation, sick
pay, holidays, etc.
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Compensation continued ...

Must be reasonable for the services rendered.
« Conform to the organization's established policy.

* Charges for salaries must be supported by documented,
approved, after-the-fact payroll records.

 Time sheets must be signed by the employee and the
supervisor.
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Compensation continued ...

« Payroll must be processed at least monthly.
 Cost share salaries receive equal treatment.

 Compensation is usually unreasonable if it increases
substantially as a result of the award.

« Compensation cannot include unallowable costs.
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Key Learning Point

There are a lot of explanatory notes because
payroll is usually the biggest item in a grant,
and as such, Tamkeen [USAID] is very
concerned that time and attendance is
processed correctly.
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Key Learning Point

Personal compensation (payroll) is always
examined closely during audit.
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Professional Service Costs

e Must be reasonable in relation to services.
« Not contingent upon recovery from the government.

« Circular offers variety of relevant factors to determine
allowability.

 Must be supported by adequate contractual agreement
Including scope of work, estimated required time, rate of
compensation, and termination provisions.
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Examples of selected unallowable costs

 Bad debts and any related legal costs.
o Contingency reserves

e Contributions and donations

e Entertainment costs

* Fines and penalties

e Losses on other awards

 Preaward costs
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Things to keep in mind

« If a cost item requires prior approval and is included in
the budget, and the budget is approved, this constitutes
approval of the cost.

* Prior approval is generally in writing.

e A grant can exclude a cost principle.
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Keep in mind continued ...

 When doubt exists regarding the allowability or
allocabillity of a cost, advance written approval should be
sought.

* Not all allowable or unallowable costs are covered by the
cost principles—they are not all-inclusive.

e An organization's established policies/procedures impact
reasonableness.

Session Two-May 31, Tamkeen Module 5 27
June 1-2



L.O. No. 4 — Budgets & Cost Allowability

» What is the relationship between the approved grant
budget and cost allowabllity?

e During the grant application review process, the
grantee submits an activity line item budget with
budgetary notes.

« Tamkeen reviews the budget and notes, often in
conjunction with the grantee (continued).
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Budget-cost allowability continued ...

« Tamkeen performs an assessment of allowability in
terms of cost categories (items of cost) and proposed
amounts and rates.

* Once approved, Tamkeen requires the grantee to incur
costs in accordance with the budget and the budgetary
notes (continued).
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Budget-cost allowability continued ...

» If the grantee exceeds an approved cost category, then
the grantee is liable for the over expenditure.

 |If the grantee does not spend the full approved cost
category amount, then the grantee must inform Tamkeen
regarding the amount of under expenditure and request
guidance for reallocation or refund of the under
expended amount.
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Key Learning Point

Under no circumstances should a grantee
consider unexpended grant funds as being
available for reallocation or retention—

all unexpended funds are the property of
Tamkeen and subject to its disposition
and/or refund instruction.
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Key Learning Point

If there are issues with your budget in terms
or overspending, under spending or a need
for line item adjustment, contact Tamkeen
Immediately and seek guidance—

ignhoring the issue will not resolve the issue.
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Exercise

List the person in your organization who has
responsibility for cost allowability.

Explain why he/she is qualified to do this.
Describe how this responsibility is documented.

Explain how you can address any existing deficiencies in
your cost allowability review process.
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Key Learning Point

At time of audit, your organization’s
management must represent (state) that all
financial statements fairly present all
Incurred costs.

Ultimately, management is accountable for
cost allowability
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Tamkeen
Financial Management Systems Workshop:
Admin-Financial Fundamentals & Beyond

Module 6
Support Documentation
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Module Purpose

Provide grantees with comprehensive
understanding of support
documentation, its application with
policies and procedures, and its audit
iImportance.
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Learning Objectives

1. Comprehensively define the term support
documentation.

2. Explain how support documentation applies to policies
and procedures.

3. Prepare comprehensive support documentation for
audit review.

4. Setup a good filing system for retaining support
documents.
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L.O. No. 1 - Comprehensive Doc’s

» What is meant by comprehensive support
documentation?

A support document is a:

* Receipt, voucher, contract, report, manifest, bill of
lading or any other document ...

e That answers who, when, where, why, how much ...

* For a transaction or series (process) of related
transactions.
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A single transaction,
such as buying 25 liters of gasoline,

can be covered by one support
document—

a payment receipt from the gas station
on Its pre-printed form that states how
much gasoline was bought, on what
date, and for what amount.
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Many grants activities require ...

e A series of transactions (process),
 That are related and often sequential,

e Yet each transaction requires support documentation.
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Procuring a workshop may require ...

e Implementation plan with workshop included
e Budget line item for workshop

* Workshop specifications

« Evaluation criteria

 Request for proposals

« Evaluation memorandum (continued)
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Workshop continued ...

* Price analysis

e Contract

 Work orders

« Deliverables and acceptance reports
e Trainee attendance sheets

e Invoices

e Payment receipts

 Completion report
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Another way to think of this is ...

If you provided an auditor with the training company’s
Invoice and a payment receipt for the third of five
deliveries of a workshop,

Would the auditor be able to determine whether or not
the payment was an allowable expense?
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Comprehensive means ...

An auditor can view a single transaction in the context of
a package of related supporting documents ...

And be able, with reasonable assurance, assess cost
allowability in accordance with Tamkeen cost principles.
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Key Learning Point

Comprehensive support documentation
also facilitates management’s ability to
make informed technical decisions.
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L.O. No. 2 - P&P Application

» How does support documentation relate to policies
and procedures?

Tamkeen, donors, and businesses use support
documentation as a primary control and resource
safeguard mechanism.
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Documentation assures management

« That polices and procedures are being followed as
designed,

 Responsibilities and authorities are being performed as
Intended,

 And there iIs historical record to vouch for the soundness
of management’s decisions.
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How P&Ps use support documentation?

A policy and procedure can either:

e Require that support documentation be obtained
(e.g., a receipt for all cash payments).

* Or that a specially designed processing document be
used (e.g., a vehicle control log).

In both cases, the document answers who, when,
where, how much, etc.
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Key Learning Point

If your policy and procedure directive specifies a
specific support document be used, and you don't,
an otherwise allowable cost becomes questioned
because it is not adequately supported per your own
regulations.
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P&P forms/templates should capture:

Data required to determine cost allowabillity,

Data for informed decision-making,

Data for monitoring, evaluation or other needs to unique
to the grant activity,

But always at the minimal required level.
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Key Learning Point

Data collection, processing and retention are not
free—it costs money.

Make sure you are not collecting TBU data ... true
but useless!
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L.O. No. 3 - Audit Documentation

» How can we prepare comprehensive support
documentation for audit review?

You should think in terms of single and process
transactions.
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Single Transactions

For each transaction represented on the FAS, verify that
the support document(s) shows clearly that the cost is:

 Reasonable for the performance of the grant.
« Allocable to the grant.
e Conforms to any limitations/exclusions in the grant.
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Shows clearly continued ...

e Consistent with the organization’s policies and
procedures.

 Accorded consistent treatment.

* In accordance with generally accepted accounting
principles.
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Process Transactions

For each single transaction, determine if it is related to a
series of transactions, such as ...

* Procurement action to buy a training workshop.
e Ongoing relationship with a service provider.
« A standing relation with a vendor.

If a single transaction is part of process, you need to
either assemble or reference other documentation
required to determine cost allowability.
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Key Learning Point

Auditors refer to a series of related
support documents as being part of an
audit trail—in other words, a financial
path that they can follow from the start
to finish for a process.
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Examples for salary payments

e Policy and procedure directives regarding personnel
matters

e Position description

« Evidence of competition in recruitment (newspaper
advertisement)

« Appointment letter

« Annual performance evaluation
 Annual and sick leave application forms
* Notification of salary increase

« Duly completed after-the-fact timesheets certified by
employee and approved by supervisor
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Examples for vehicle rental

« Specifications for the type of vehicle required and
payment basis

e Three or more written offers

 Rental agreement representing a sound and complete
contract

* Vehicle use logs

« Policy and procedure for vehicle use and control

« Detalled invoice (dates, total distance, destinations, etc.)
 Payment receipt
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Exercise

Your seminar is to begin in 60 minutes and you have just
found out that the three vans you rented yesterday to
move attendees to the conference hall are held at a
checkpoint. Two blocks away Is a taxi stand with vans
available for immediate rent on a “cash only” basis. What
do you do to make sure your attendees arrive on time
but also protect your organization against a questioned
cost?
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Exercise

List the key process support documents for a consultant
who was hired to do a study over a three month period,;
has submitted the final deliverable; and has submitted an
Invoice for his final progress payment.
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What can | do if there is no way we can get a
good supporting document for a transaction?

Prepare a memo that:
« Answers who, when, where, why, how much, etc.

* Explains why you could not get a supporting
document.

e Sign it and have it countersigned by your supervisor,
or if need be, a board member.

e Attach it to the disbursement memo.

Session Two-May 31, Tamkeen Module 6 27
June 1-2



Key Learning Point

Any supporting document is better
than no supporting document,

Unsupported costs are automatically
guestioned costs.
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Key Learning Point

Support documentation is accessible if it is
physically attached to a disbursement memo
OR there is a clear, easily to understand
Instruction on the memo as to where a
person can find a copy of the document.
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What should | do ...

...If  know a cost will be questioned because of
weak or incomplete support documentation?

Prepare a memo that:
e Explains the circumstances.

o Specifically addresses issues that might result in the
cost being questioned.

« And if possible, include third party verification.
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L.O. No. 4 — Filing System Fundamentals

» What are the elements of good filing system for retaining
support documents?

Master filing list:
« Logical for your operations (balanced between too
few and too many files).

« Can accommodate change and expansion.
e “date stamp” the list every time it is changed.
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Basics of filing ...

o Use proper file folders or binders—don’t let papers be
loose.

« Management should periodically personally retrieve
documents to verify ease of document location and
access.

 File cabinets or shelves should be In a secure location.

« High value or confidential documents should be kept in a
secure, restricted access location
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Coding and filing

e Designate a staff person with primary coding and filing
responsibility.

« Code and file in the same place and manner on a
periodic basis.

 Cross-train other staff to code and file.
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On a routine basis, rework your files

* Delete “empty files”
o Split excessively large, cumbersome files.

 Consolidate related files.
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P&P directive must be prepared that:

 Addresses the above.

e |dentifies who has access to which files and on what
basis.
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Tamkeen
Financial Management Systems Workshop:
Admin-Financial Fundamentals & Beyond

Module 7
Procurement
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Module Purpose

Provide grantees with an
understanding of Tamkeen’s
procurement regulations and practical
application guidance.
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Learning Objectives

1. Explain the regulatory origin of Tamkeen’s procurement
regulations.

2. Describe basic Tamkeen procurement regulations.

3. Use a four-step approach to plan procurement and
apply thresholds.
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L.O. No. 1 - Origin Procurement Regulations

» What is the origin of Tamkeen procurement
regulations?

Tamkeen funding comes from USAID; as such, the
applicable procurement regulations are set forth in:

Office of Management and Budget (OMB) Circular A-
110: Uniform Administrative Requirements for Grants,
under Subpart C, Procurement Standards
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Additional procurement regulations are:

Eligibility Rules for Goods and Services
Local Cost Financing

Ocean Shipment of Goods

Air Travel and Transportation

Marking

These regulations do apply to USAID-funded grants but
are outside of the scope of this workshop.
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L.O. No. 2 - Procurement Regulations

» What are the Tamkeen procurement regulations?

A grantee must have written procurement policies and
procedures.

Key Learning Point

The step-by-step approach presented in Module 4,
Learning Objective 3, should be used to develop
procurement policies and procedures.
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Procurement regulations continued ...

A grantee must have written standards of conduct

governing the performance of employees engaged In
procurement.

For example:

* Procurement personnel should process actions at
*arm’s length” with vendors, contractors, etc.

* Procurement personnel should act in a prudent
manner

Session Two: May 31, Tamkeen Module 7
June 1-2



Procurement regulations continued ...

A grantee must have a policy that prohibits an employee

from being involved in procurement If a real or apparent
conflict of interest is involved.

“A conflict of interest would arise when the employee or
any member of his/her immediate family, his or her
partner, or an organizations which employs or is about to
employ any of the parties indicated herein, has a
financial or other interest in the firm selected for award.”
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Key Learning Point

Note the use of the term apparent:

this means that if an outside party could
reasonably perceive that a conflict of interest
was occurring, you probably have an
apparent conflict of interest.
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Exercise

Your grant provides funds to purchase a specialized
workshop on XYZ. Your uncle works at the company that
Is the acknowledged leader in providing XYZ.

Would there be an apparent conflict of interest if your
organization requested your uncle’s company to submit
a proposal?

What could you do to eliminate that apparent conflict of
Interest?
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Procurement regulations continued ...

A grantee conducts procurement, to the maximum extent
practical, with open and free competition.

 Open and free competition is the foundation of USAID
procurement.

o Competition is not free—it costs money to conduct
competition.
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Open and free continued ...

 The grantee is seeking best value, price and other
factors considered.

e The general rule Is that estimated cost of competition
should not exceed a reasonable assumption of gain in
best value resulting from competition.
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Key Learning Point

For virtually all procurement actions,

a practical level of competition Is
achievable and mandatory.
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Procurement regulations continued ...

A grantee solicitation (for either goods or services)
provides clear and accurate description of requirements,
evaluation criteria, etc.

« Specifications for equipment should be based on
minimum acceptable performance standards or essential
design characteristics—not on style, color, preferred
brand name, etc.

e Service should be specified in term of outputs and
deliverables—not days or hours of work.
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Clear and accurate continued ...

e Factors such as product availability, delivery schedule,
point of delivery, training, warranties, etc. should be
specified.

« Criteria for selection and the relative weighting of each
criterion must be stated (e.g., technical offer 70%, price
30%).
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Procurement regulations continued ...

A grantee only contracts with responsible contractors
(vendor) that perform successfully.

« A responsible contractor has an established place of
business and regular hours of operation.

* A responsible contractor is legally registered with
local authorities.
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Responsible contractors continued ...

« A responsible contractor has a mailing address,
telephone, fax, email address.

* A responsible contractor has a bank account at a
recognized commercial bank.
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Key Learning Point

Responsible contractors have good
reputations and can

provide three or more references—
always, always, always check
references.
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Procurement regulations continued ...

A grantee uses appropriate procurement instruments
that promote the best interests of the project:

* An Invitation for Bid (IFB) is used when the award will
go to the responsible vendor with a responsive bid

that meets all minimum requirements at the lowest
price.

* IFBs are used mainly with goods (e.g., cement, reams
of paper).
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Procurement instruments continued ...

A Request for Proposal (RFP) is used when the grantee
wants the right to negotiate technical and administrative
factors, and price is one of several selection criteria.

« RFPS are used mainly with services (e.g., training
workshop design and delivery).
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Procurement regulations continued ...

A grantee does a cost/price analysis and documents the
file.

“... price analysis Is the process of examining and
evaluating a price without looking at the estimated cost
elements ...”

“... cost analysis Is the element-by-element [line items]
examination of price ...”
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Cost/price analysis continued ...

* A grantee should seek a fair price from a vendor—a
price at which the grantee receives the goods and/or
services in accordance with specifications and the
vendor recovers costs and a reasonable profit.

e A grantee should always enter into a procurement action
with a price objective in mind (informed “guesstimate” as
to overall final price) and be very cautious of any offer
that is exceedingly high or low with respect to the price
objective.
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Cost/price analysis continued ...

A price/cost analysis does not have to be
complicated;

but it does have to clearly support the selection of
the successful contractor or vendor In
accordance with evaluation criteria, be in written
form, and on file.
